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John Neely Kennedy, Secretary

Sales tax on exempt transactions
to continue at four percent

The current four percent state sales and udee Recovery District debt. By paying off
tax levied on many traditionally exemptthe Recovery District bonds, the State wi
items will continue through June 30, 1997save approximately $250,000,000 over th

i next two years.
Act 5 of the 1996 Regular Session of the

Legislature extends the three percent tax drransactions subject to the four percent tg
exempt transactions that were subject to thrate include, but are not limited to, food fo
suspension during the 1995-1996 fiscal yeanome consumption, electricity, newspaper
The law also reenacts Revised Statutgater, natural gas, as well as traditionall
47:321, which is a one percent tax that waaxable items such as clothing and motg
removed when the Louisiana Recoveryehicles. All transactions that have bee
District's one percent tax was created. Theompletely exempted from the tax will con;
reenacted one percent tax became effectitiaue to be fully exempt. Those transaction
upon the expiration of the Louisiana Recovinclude, but are not limited to, road us
ery District on October 1, 1996.

gasoline, prescription drugs, supplies andlowing: P.O. Box 201, Baton Rouge, L

-
This issue of Louisiana Tax Topics cop-
tains summaries of selected major
laws amended or enacted during the 1996
Regular and Extraordinary Sessions|of
the Louisiana Legislature. Summary ip-
formation presented is only intended fto
provide a general description of the law's
major provisions and should not be cgn-
xstrued to represent a complete analysis
or specific interpretation of the law.
5,complete listing of tax legislation ex-
y acted in 1996 may be obtained from the
rDepartment’s electronic bulletin board
hat (504) 922-2529, from the Department’s
Page on the Internet at www.rev.state.
sla.us, or by contacting the Research and
Technical Services Division at the fo-

. vessels purchased by commercial fishef-70821-0201, FAX (504) 925-3855. Cop-
The State used a $146 million surplus frorm, oy *hrchases by state and local goverhies of particular acts may be obtainkd

fiscal year 1995 and an additional $74 mil
lion recognized by the Revenue Estimating side [ ouisiana.
Conference for fiscal year 1996 to pay off

|
1996 Legislative summary

Corporation income and manufacturing or merchandisingndbusi-

ment agencies, and sales of goods deliverpffom the Office of the Secretary of State

at (504) 342-2085.

panies or taxpayers whose income is prima-
rily derived from the production or sale of
unrefined oil and gas or the manufacture,

ness of manufacturinginclude only tax- gijstribution, distillation, importation or sale

payers whose net apportionable income @f alcoholic beverages. Effective for taxable
Act 19 (SB 44)amends R.S. 47:245(F)net sales is derived from the manufacturgears beginning on or after January 1, 1997.

andR.S. 47:287.95(F) to provide for doubleproduction, or sale of tangible personal prop-
weighting of the sales factor for certairerty. With regard to income tabusiness of Act 39 (HB 151)of the 1996 First Ex-
multi-state taxpayers whose net apportiormanufacturing or merchandisingloes not traordinary Session amends and reenacts
ment income is derived primarily from theinclude taxpayers subject to the tobacco tdx.S. 51:2452, 2453, 2455, 2458, 2459, 2460,
business of manufacturing or merchan- or any taxpayer whose income is primarilyand 2461 and enacts R.S. 51:2461(C) and
disingand enacts R.S. 47:606(A)(3) to proderived from the production or sale of unrerepeals R.S. 51:2456, relative to thmiisi-

vide for the use of an additional ratio basefined oil and gas. With regard to franchis@na Quality Jobs Program Ac¢to provide

on net sales for corporations engaged in tfi@x, the termbusiness of manufacturing arefundable tax credit, as opposed to incen-
business of manufacturingBusiness of does notinclude certain integrated oil com-

franchise tax

Continued on page 2



Summary continued activity as the predominant trade or busis not intended to affect pending litigation
pess activity. and therefore only has prospective applica-

tive payments, to promote economic deve tion

opment, and the creation of new jobs iR A small business addition with capital

basic industry establishments. To qualif¢osts not less than $1 million, with IS

under the-ouisiana Quality Jobs Program trial, warehousing, or research activity as

Act, an establishment must offer a basithe predominant trade or business activitgales tax

health benefit plan to individuals employed N _ _

in new direct jobs in the state, have a prd- A headquarters facility with capital costspct 7 (HB 97) amends R.S. 47:301

jected annual gross payroll for new direcfot less than $20 million. (10)(a)(iii) and (iv), and R.S. 47:301(18)(a)

jobs equal or greater than $1 million Withir\zach investing company, or its sharehol iii)(iv) to provide an exclusion from the

three years of the anticipated date that the ’ cal sales tax on the purchase of automo-

) . : .. ers, partners, members, owners, or benefi: . o

establishmentwill first qualify for the credit, ~. ~. . i ) iles for rental. This legislation also amends
et g ciaries, are entitled to the capital credit fo

and meet other qualifications provided for R.S. 47:551(A) and enacts R.S. 47:551(D)

. i ; each tax year. .

in the. act. Qualifying establishments may to provide for a state tax of 2.5 percent on

enter mtg a contract with the Department of company receiving a tax credit under thisertain automobile rentals of 29 days or less

Economic Development to receive a refegislation is not entitled to the tax exempand to impose a local tax of .5 percent on

fundablg tax credit against their Louisiangjgn provided for in R.S. 47:3202 throughthose rentals. This one-half percent local

corporat!on and personal income taxes argbos5. Effective for July 1, 1996, and nulltax is to be collected by the Department, as

corporatl'or) franchise tax. The amount ofnd void after June 30, 1998. However, an agent of the local taxing authorities, and

the grgdlt is equal to the net benefit ratgredit received prior to that date shall redistributed monthly to the central local sales

multiplied by the gross payroll of new direcmain effective for the remainder of the 20and use tax collectors. This automobile rental

jobs and is applicable to the tax period§ear period. excise tax is continued through June 30,

provided for in the contract. The Depart- 2000. Effective July 1, 1996.

ment of Economic Development establishedCt 42 (HB 230)amends and reenacts _
the net benefit rate based on a cost beneftS. 47:287.733 to piggyback federal lavACt 8 (HB 113)enacts a new exemption

analysis. The tax credit allowed to partnemwith respect to the recognition of certairunder R.S. 47:305.50 (to be renumbered) to
ships, limited liability companies, or “S” gains between members of a consolidateallow the tax-free purchase of trucks, road
corporations is allocated to the shareholde@oup. The prior law recognized gain to thérucks, tandem trucks, tractors, and truck-
or partners. Effective May 7, 1996 distributing corporation in the taxable yeatrailers with a gross weight of 26 thousand

assets were transferred by such corporati@@unds or more and trailers and semitrailers
Act 42 (HB 176)of the 1996 First Ex- to an affiliated corporation in a consolidateds defined in R.S. 47:451 that are used at
traordinary Session enacts R.S. 51:2771 tfroup. This legislation defers recognition ofeast 80 percent of the time in interstate
provide atax creditagainst corporationfransych gain to the distributing corporatiorcommerce. This exemption applies to both
chise tax for capital costinvested in qualifyuntil such time conditions necessary fostate and local sales and use tax and is
ing projects by certain companies. The credigcognition of the gain for federal purposesheltered from the suspension of exemp-
in each year is limited to the increase in thgre met. If the distributing corporation istions under Act 5 of the 1996 Regular Ses-
franchise tax liability that results from themerged with another corporation, reorgasion. Effective July 1, 1996 and null and
qualifying project. The amount of credit isnjzed, or ceases to be liable for corporatiowoid on July 1, 1998.

five percent of the capital cost of a qualifyincome tax for any reason, the deferred gaip ,
ing project each year for a period of 2Quill be restored to income and taxed. Effec:Ct 12 (SB_30)enacts new exclusions

years. The credit cannot exceed 100 percefie for taxable periods beginning aftetnde’ R-S. 47:301(7)(f), the definition of
of the Capital cost of a qua||fy|ng project'December 31, 1996. lease or I’enta,lRS47301(10)(q),the defi-

The creditis also contingent on the creation nition ofretail salg and R.S. 47:301(18)(d)

of a minimum number of new jobs at bas/ GGG (o be renumbered), the definitionude to
wages as provided for in the legislation, .. . _ exclude from the sales tax the lease or rental
Capital cost is defined as the costs incurrdifdividual and corporation and the purchases of educational materials
in connection with the acquisition, condincome tax or equipment used for classroom instruc-
struction, installation, and equipping of a tion by approved parochial and private el-
qualifying project. Senate Concurrent Resolution 32 ementary and secondary schools. To qualify

clarifies that the legislature, ienact- for the exclusion, the schools must comply
To qualify, a project, sponsored or undefing R.S. 47:1580(B)(2) and (3) andwiththe courtorder from the Dodd Brumfield
taken by one or more investing companieR.S. 47:1623(E)(1) and (2), intended fodecision and Section 501(c)(3) of the Inter-
must meet any one of the following: prescription of income tax to be suspendeial Revenue Code. Educational materials
solely for the purpose of incorporating fedand equipment are limited to books, work-

* Capital costs not less than $20 mlllloneral changes that result from audits by thieooks, computers, computer software, films,

with industrial, warehousing, or researcrI‘nternal Revenue Service. This Resolutiomideos, and audio tapes. The act also in-



Summary continued compensation allowed to dealers for th&he rate changes were brought about by the

cludes an exclusion for the purchase antiC{ner filing and remittance shall continueretirement of the remaining outstanding
P atthe rate of 1.1 percent of the amount of tebonds of the Louisiana Recovery District,

ultimate sale of tangible personal propertéue and timely paid until June 30, 1998the expiration of the one percent sales and

by thgse schools if the money from suc his legislation also provides that a percentise tax levied by the Recovery District, and
sales is used solely and exclusively to sup- : } A

; -~ "age of the deduction allowed as vendor'the replacement of the Recovery District's
port the school or its program or CurrICUIaCom ensation shall be deposited in and credne percent tax by a new one percent tax
Effective July 1, 1997. P P P y P :

ited to the Workforce Development andThe new one percent tax is levied by
Act 28 (HB 104)enacts an exclusion Training Fund. Effective May 7, 1996.  Revised Statute 47:321, as enacted by Act

under R.S. 47:301(8)(d), the definition of . _No. 5 of the 1996 Regular Session of the
person to allow for the purchases of biblesACt 33 (HB 160)enacts new exclusions, qjisjana Legislature, and becomes effec-

song books, or literature used for religiougJnder R.S. 47:301(3)(0), the definition Ofy;e jmmediately upon the expiration of the

classes by churches or synagogues recorcgc%isgr?rgigglRss':léd't?asgl}é&vg');dg;lgi ?:I('_RGCOVGW District tax levy.
3Zresdegotg25222;?;;'§§:’;2?;%?gg/eerl:l;%xclusion for any amount that a manufacSeveral exe.mptions and exclusions enacted
Code. The Department is required to ado;t)%'rer pays directly to a dealer of theyy the Legislature since 1988 that have
a regulation for this statute. The church Orpanufacturer’s prodgct for the purpose oépplied to_ other state sales taxes, have not

. ' . reducing the sales price of that product, arfieen applicable to the one percent Recovery
synagogue must obtain an exemption ce

i ) fhat actually results in an equivalent redudistrict levy. Therefore, numerous transac-
tificate from the Department prior to autho-. . . : . :
- : tion in the sales price of that produthis tions have been subject to a one percent tax
rizing any exempt purchase. Effective Jul)(j . i .
oes not include coupons that dealers abecause of this provision. However, Act 5
1, 1996. . i
cept from the purchaser as part payment pfovides that the new one percent tax levied
Act 29 (HB 116)amends R.S. 47:305thesales priceof the manufacturer’s product.by R.S. 47:321 will be subject to the same
(D)(1)(h) to remove the valuation for refin-This exclusion applies to tobacco buydowndefinitions, exemptions, and tax credits that

ery gas, when used by the producer or man@t similar buydowns by manufacturers irapply to other portions of the state sales tax
facturer, from that statute and p|ace th@therindustries. Effective JU'y 2, 1996. law.

valuation formula under R.S. 47:301(3)(f). i : .
This bill also enacts R.S. 47:301(13)(d) tACt 36 (HB 191)enacts a new exemp-Among the transactions that will no longer

provide that the taxable selling price fopion under R.S. 47:305.50 (to be renumbe subject to the one percent tax are the

. bered) to exempt rail rolling stockfollowing:
refinery gas, when not used but sold by the o - :
. . manufactured in this state for use in intertManufacturers rebates given on new ve-
refinery shall be either the average monthl . .
. . ate commerce from state and local salesicles, R.S. 47:301(3)(e).

spot market price of one thousand cubic feé

: : - _—and use tax. This exemption is shelteretPurchases of tangible personal property to
(MCF) of natural gas delivered into pipe-, : . .
. . . from the suspension of exemptions underbe leased or rented, R.S. 47:301(10)(a)(3).
linesin Louisiana as reported by the Natur Co : .

. : ct 5 of the 1996 Regular Legislative SestPurchases of certain equipment used to
Gas Clearing House and as determined by the : . ) .
Department for natural aas severance tax oot Effective July 1, 1996 and null and control industrial pollution, R.S.
P 9 PYoid on July 1, 1998, 47:301(20)(1).

poses or the price for which the property is *First $50,000 of the sales price of new

actually sold, whichever is greater. I equipment used in poultry produc-

Act 29 also enacts R.S. 47:301(18)(d)[ransactions tion, R.S. 47:301(13)(c). _

(to be renumbered) to provide an exclusion *Sale of nonmonetized bullion having a
from the state and local sales and usetaxftaxab/e at 1% ful/y total value of $1,000 or more, R.S.
tangible personal property created or de- 47:301(16)(a)(ii).

rived as a residue or by-product from th£Xempt as of *Wheelchair lifts prescribed by a physi-
processing of raw materials for resale. ThipCtOber 1 cian, R.S. 47:3QS(D)(1)(k).

residue or by-product includes such item *Sales taxes paid on leases and sales of

as catalyst cracker coke derived from crude _ _ property paid for by Medicare, R.S.
oil, wood chips, bark and liquor derivegMany transactions on which the state sales47:315.3.

from the processing of sawlogs or pulp@nd use taxhas been levied ata reduced ofRail rolling stock manufactured in this
wood timber, or bagasse derived from thBErcent rate for the last several years bestate for use in interstate commerce, R.S.
processing of sugarcane. Effective July £ame fully exempt as of October 1, 1996.47:305.50.

1996 until June 30. 1998. Revisions to reflect these transaction _ .

’ changes have been made to the state safé§er transactions that will become fully
Act 32 (HB 36)of the 1996 First Extraor- tax return, beginning with the return formexempt from the state sales tax as of Octo-
dinary Session amends R.S. 47:30thatwill be used for filing the October, 199@%€r 1, 1996, will include rentals of property
(A)(3)(a)(i) and (ii), and R.S. 47:306sales tax return that must be filed by Noto be used in the performance of contracts
(B)(4)(a) and (b) to provide that the vendor'sember 20, 1996. Continued on page 4



Transactions continued

with the U.S. Navy, R.S. 47:301(7)(c); pur
chases by independent school bus operat
of certain buses for public school transit‘\:"/. | :
R.S. 47:301(10)(i); purchases of property” iolators are subject to a penalty of $10 fo
other than food, by food banks, R.S®

very gallon of fuel involved, or $1,000,
47:301(10)(j); purchases of “pelletized pa\_/vhlchever. IS greater. Thg pepalty 'S N
per waste” for certain specified uses, R. 'rea.s;ed with subsequent violations by mu
47:301(10)(r); purchases of tangible pert-Iplylng the penalty by the number o
sonal property, services, leases, and rentd|
by hospitals that provide free care to a
patients, R.S.47:301(10)(p); sale of servic g{
pursuant to a contract for the construction d

i
ﬁer Internal Revenue Service penalties f

S penalties.

greater.

that is required to be registered for highwaipepartment of Revenue and Taxation for
use, with undyed special fuel that has notatural gas severance tax purposes at the
@rgen taxed, or with special fuel that containgme of such sale, or the price for which such
ny evidence of a dye or chemical markeproperty is actually sold, whichever is

The formula used to calculate the “cost

price“

is the same as in the past. Fifty-
scents per MCF is multiplied by a fraction,

two

lations. These penalties are patterneqi‘e numerator of which is the posted price of
JVest Texas Intermediate Crude Oil as of

el tax evasion and are levied in addition t€cember 1 of the preceding year and the

denominator of which is $29. This amount

will be the maximum value placed onre

fin-

overhaul of a U.S. Navy vessel, R.SThe new regulations have been added &y gas by the State or any political subdivi-
47:301(14)(h); sales by thrift shops locateghapter 33 of Title 61 of the Louisianasion when such gas is used or consumed by
on military installations, R.S. 47:305.14;administrative Code to reflectamendmentshe producer.

sales of newspapers by certain religio

Act 603 of the 1995 Regular Session of

organizations, R.S. 47:305.14; sales angle Legislature to Revised Statute 47:80§"he published price of West Texas Intermedi-
purchases by certain organizationsthat prg12 and 814 and the enactment of R.&8€ Crude Oil iThe Wall Street Journain

vide training for blind persons, R.S.47:802.1.
47:305.15; certain purchases for the opera-

made by qualifying motion picture produc-undyed fuel purchased for nontaxable u
tion companies, R.S. 47:1121-1128; pumwhen, and only when, dyed fuel is not avai
chases by off-track betting facilities, R.Sable. An application and certificate of credi
4:227; purchases of trucks of 26,000 poundy refund must be approved by the Depar
or more, and associated trailers and semient prior to the transaction.

trailers to be used 80% of the time in inter- . . .

state commerce, R.S. 47:305.50; purchas%zso.r information or copies of thg newregu
leases and rentals by Boys State of Louisﬁf'oﬁs’ or for copies of the apphca}tlon for
ana, Inc. and Girls State of Louisiana, In credit or refund, contact the Excise Taxeg
R.S. 47:301(7)(f), 47:301(10)(qg), and

c
47:301(18)(d); and tangible personal pro_

Division at (504) 925-7656.
erty created or derived as a residue
ost price” and

byproduct from the processing of raw mate!‘c
rials for resale, R.S. 47:301(18)(d). “ . »

| sales price” set for
Any questions about these changes should .
be directed to the Department's Sales Tak‘eflnery gas
Division in Baton Rouge at (504) 925-7356
or to any regional office. Act 29 of the 1996 Regular Session of th

I
No dyed fuel on the
highway

refinery gas for use tax purposes.

The act affects R.S. 47:301(3)(f) that de
fines “cost price” as including a formula to
calculate the price of refinery gas when use

Effective August 1, 1996, new regulation ) ; ;
governing special fuels took effect to pro/:301(13)(d), which defines the "sale;
vide for the use of dyed special fuels and fdiic€” Of refinery gas, when sold by the
penalties associated with the improper o

road use of dyed fuel. market price per thousand cubic feet d

natural gas delivered into pipelines in Louir

Under the regulations, it is unlawful to op-siana as reported by the Natural Gas Cleg

s
[This price is effective for periods beginning

guly 2, 1996, and will not affect the valua-

a

Legislature established a “cost price” for

Qy the producer. The act also affects R.$

rp_roducer, as the average of the monthly spot

December 1, 1995 was $18.43. By appl

ying

this price to the statutory formula, the follow-
tion and maintenance of qualifying seafoofR.S. 47:802.1 authorizes a mechanism famg value is determined: $18.43 divided by
processing plants, R.S. 47:305.20; purchasebtaining a credit or refund for taxes paid 0829, multiplied by $.52, equals $.33 per MCF.

e

fion of “refinery gas” prior to this date.

Questions concerning the “cost price”

for

refinery gas should be directed to the Sales

Tax Division at (504) 925-7356.

S Tax Topicsis a quarterly publication of the Louisial
Department of Revenue and Taxation. Information

information concerning a specific tax matter should d
tact the appropriate tax office. Subscription informa
may be obtained from the Research and Technical
vices Division at the address below, or by call
504+925+6047.

This public document was published at a total co
$6,876. One hundred eight thousand copies of this p
document were published in this first printing at a cog
$6,876. The total cost of all printings of this docum
including reprints, is $6,876. This document was g
lished for the Department of Revenue and Taxation,
Office Box 201, Baton Rouge, LA 70821-0201, by

perse information concerning Louisiana tax matters dee

to be of public interest under authority of R.S. 47:15

This material was printed in accordance with the stand
~for printing by state agencies established pursuant to|

43:31.
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